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OATH OR AFFIRMATION

MARK THOMES swear or affirm that to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

MERRIMAC CORPORATE SECURITIES INC as

of SEPTEMBER 30 20 09 are true and correct further swear or affirm that

neither the company nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

This report coftains check all applicable boxes

Facing Page

Statement of Financial Condition

t1 Statement of Income Loss
Statement of Changes in Financial Condition

Statement of Changes in Stockholders Equity or Partners or Sole Proprietors Capital

Statement of Changes in Liabilities Subordinated to Claims of Creditors

Computation of Net Capital

LJ Computation for Determination of Reserve Requirements Pursuant to Rule 15c3-3

aJ Information Relating to the Possession or Control Requirements Under Rule 15c3-3

tJ Reconciliation including appropriate explanation of the Computation ofNet Capital Under Rule 5c3- and the

Computation for Determination of the Reserve Requirements Under Exhibit of Rule 15c3-3

Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of

consolidation

An Oath or Affirmation

copy of the SIPC Supplemental Report

report describing any material inadequacies found to exist or found to have existed since the date ofthe previous audit

tic

1itle

For conditions of confidential treatment of certain portions of this filing see section 240.1 7a-5e3



Marks Paneth ShronLLP

Certified Public Accountants Consultants

To the Officers and Stockholder of

Merrimac Corporate Securities Inc

In planning and performing our audit of the financial statements of Merrimac Corporate

Securities Inc as of and for the year ended September 30 2009 in accordance with auditing

standards generally accepted in the United States of America we considered the Companys

internal control over financial reporting as basis for designing our auditing procedures for

the purpose of expressing our opinion on the financial statements but not for the purpose of

expressing an opinion on the effectiveness of the Companys internal control we do not

express an opinion on the effectiveness of the Companys internal control

Also as required by rule 17a-5g1 and of the Securities and Exchange Commission

SEC we have made study of the practices and procedures followed by the Company

including consideration of control activities for safeguarding securities The study included

tests of such practices and procedures that we considered relevant to the objectives stated in

rule 7a-5g in making the periodic computations of aggregate indebtedness and net capital

under rule 7a-3 11 and for determining compliance with the exemptive provisions of

rule 15c3-3 Because the Company does not carry
securities accounts for customers or

perform custodial functions relating to customer securities we did not review the practices

and procedures followed by the Company in any of the following

Making quarterly securities examinations counts verifications and comparisons and

recordation of differences required by rule 7a- 13

Complying with the requirements for prompt payment for securities under Section of

Federal Reserve Regulation of the Board of Governors of the Federal Reserve System

The management of the Company is responsible for establishing and maintaining system of

internal control and the practices and procedures referred to in the preceding paragraph In

fulfilling this responsibility estimates and judgments by management are required to assess

the expected benefits and related costs of controls and of the practices and procedures referred

to in the preceding paragraph and to assess whether those practices and procedures can be

expected to achieve the SECs above mentioned objectives Two of the objectives of internal

control and the practices and procedures are to provide management with reasonable but not

absolute assurance that assets for which the Company has responsibility are safeguarded

against loss from unauthorized use or disposition and that transactions are executed in

accordance with managements authorization and recorded properly to permit the preparation

of financial statements in accordance with generally accepted accounting principles Rule

7a-5g lists additional objectives of the practices and procedures listed in the preceding

paragraph
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Because of the inherent limitations in internal control or the practices and procedures referred

to above errors or fraud may occur and not be detected Also projection of any evaluation of

them to future periods is subject to the risk that they may become inadequate because of

changes in conditions or that the effectiveness of their design and operation may deteriorate

control deficiency exists when the design or operation of control does not allow

management or employees in the normal course of performing their assigned functions to

prevent or detect misstatements on timely basis significant deficiency is control or

combination of control deficiencies that adversely affects the entitys ability to initiate

authorize record process or report financial data reliably in accordance with generally

accepted accounting principles such that there is more than remote likelihood that

misstatement of the entitys financial statements that is more than inconsequential will not be

prevented or detected by the entitys internal control

material weakness is significant deficiency or combination of significant deficiencies that

results in more than remote likelihood that material misstatement of the financial statements

will not be prevented or detected by the entitys internal control

Our consideration of the internal control was for the limited purpose described in the first and

second paragraphs and would not necessarily identify all deficiencies in internal control that

might be material weaknesses We did not identify any deficiencies in internal control and

control activities for safeguarding securities that we consider to be material weaknesses as

defined above

We understand that practices and procedures that accomplish the objectives referred to in the

second paragraph of this report are considered by the SEC to be adequate for its purposes in

accordance with the Securities Exchange Act of 1934 and related regulations and that

practices and procedures that do not accomplish such objectives in all material respects

indicate material inadequacy for such purposes Based on this understanding and on our

study we believe that the Companys practices and procedures as described in the second

paragraph of this report were adequate at September 30 2009 to meet the SECs objectives

This report is intended solely for the information and use of the management the SEC the

Financial Industry Regulatory Authority FINRA and other regulatory agencies which rely on

Rule 7a-5g under the Securities and Exchange Act of 1934 in their regulation of registered

brokers and dealers and is not intended to be and should not be used by anyone other than

those specified parties

MARKS PANETH SHRON LLP

New York New York

November 24 2009
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MERRIMAC CORPORATE SECURITIES INC
SEPTEMBER 30 2009

AN OATH OR AFFIRMATION

Mark Thomes swear or affirm that to the best of my knowledge and belief the accompanying financial

statements and supporting schedules pertaining to the firm of Merrimac Corporate Securities Inc as of

September 30 2009 are true and correct further swear or affirm that neither the Company nor any partner

proprietor principal officer or director has any proprietary interest in any account classified solely as that of

customer except as follows

No Exceptions

Officer Notary Public
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MERRIMAC CORPORATE SECURITIES INC
STATEMENT OF FINANCIAL CONDITION
SEPTEMBER 30 2009

ASSETS

Current Assets

Cash and cash equivalents 5412

Due from third-party broker 85744

TOTAL CURRENT ASSETS 91156

Other Assets

Clearing deposits 37615

TOTAL ASSETS 128771

LIABILITIES AND STOCKHOLDERS EQUITY

Current Liabilities

Accounts payable 10965

Commissions and salaries payable 91848

Other accrued liabilties 11218

TOTAL CURRENT LIABILITIES 114031

TOTAL STOCKHOLDERS EQUITY 14740

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY 128771

The accompanying notes are an integral part of these financial statements
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MERRIMAC CORPORATE SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30 2009

Note Organization

Merrimac Corporate Securities Inc the Company was incorporated in New Hampshire on

October 21 1993 for the purpose of conducting business as broker/dealer in securities The

Company is registered with the Securities and Exchange CommissionSEC and is member of the

Financial Industry Regulatory Authority FINRA

The Company has clearing agreement with third-party reintroducing broker Penson Financial

Services Inc on fully disclosed basis Therefore the Company does not carry securities accounts

for customers or perform custodial functions

Note Significant Accounting Policies

Revenue Recognition

Securities transactions and related commission revenue and expense are recorded on

settlement basis generally the third business day after trade date for securities and one business

day for options

Other items such as open trades not yet recorded because of terms of delivery and contingencies

of reasonably definite nature would make no material change in the foregoing statement

Basis of Accounting

The financial records of the Company are maintained in accordance with U.S generally accepted

accounting principles on the accrual basis of accounting which recognizes income when earned and

expenses when incurred The Company prepares its income tax returns on this basis

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted

in the United States of America requires management to make estimates and assumptions that affect

certain reported amounts of assets and liabilities and disclosures of contingent assets and liabilities

at the date of financial statements and the reported amounts of revenues and expenses during the

reporting period Actual results could differ from those estimates

Advertising Costs

The Company expenses advertising costs as incurred For the year ended September 30 2009

advertising expenses amounted to $21460

Due from third party broker

Due from third party broker represents paid commission net of certain charges which are

temporarily held by the third-party reintroducing broker and subsequently transferred to the

Company
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MERRIMAC CORPORATE SECURITIES INC
NOTES TO THE FINANCIAL STATEMENTS

SEPTEMBER 30 2009

Note Significant Accounting Policies continued

Cash and Cash Equivalents

Cash and cash equivalents include highly liquid debt instruments purchased with maturity of three

months or less

Credit Risk

The Company maintains cash balances at two financial institutions Accounts are insured by the

Federal Deposit Insurance Corporation up to $250000

The Company maintains accounts with stock brokerage firm The accounts contain cash and

securities Balances are insured up to $500000 with limit of $100000 for cash by the Securities

Investor Protection Corporation

Accounting for Uncertainly in Income Taxes

FASB Interpretation No.48 FiN 48 Accounting for Uncertainty in Income Taxes an

Interpretation of SFAS No 109 was issued July 2006 FiN 48 clarifies the accounting for

uncertainty in income taxes recognized in an enterprises financial statements in accordance with

SFAS No 109 Accounting for Income Taxes FiN 48 prescribes recognition threshold and

measurement attribute for the financial statement recognition and measurement of tax position

taken or expected to be taken in tax return FIN 48 provides guidance on de-recognition

classification interest and penalties accounting in interim periods disclosure and transition FASB

Staff Position FSPFIN 48-3 issued December 30 2008 deferred the adoption date for certain

non public enterprises to annual financial statements for fiscal years beginning after December 15

2008

In accordance with FSP FIN 48-3 the Company has elected to defer its application until the

issuance of its annual financial statements for the fiscal year ended September 30 2010

The Companys accounting policy for evaluating uncertain tax positions prior to the application of

FiN 48 has been to provide income taxes based upon positions taken in the Companys tax return

established for uncertain tax positions using guidance from SFAS No Accounting for

Contingencies Under SPAS No income taxes would have been provided for uncertain tax

positions to the extent that it is probable that is likely that the related liability will successfully be

asserted by the taxing authorities and result in liability to the Company itself No such Company

level liabilities have been provided

Subsequent Events

Management has evaluated for potential financial statement recognitions and/or disclosure events

subsequent to the date of this balance sheet through November 24 2009 which is the date that the

financial statements were available to be issued
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MERRIMAC CORPORATE SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30 2009

Note Net Capital Requirements

The Company is subject to the SEC Uniform Net Capital Rule Rule 15c3-1 which requires the

maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net

capital both as defined shall not exceed 15 to and the rule of the applicable exchange also

provides that equity capital may not be withdrawn or cash dividends paid if the resulting net capital

ratio would exceed 10 to

At September 302009 the Company had net capital of$14740 which was $7138 in excess of its

required net capital of $7602 The ratio of aggregate indebtedness to net capital was 7.74 to

Note Financial Instruments with Off-Balance Sheet Credit Risk

As securities broker the Company is engaged in buying and selling securities for diverse group

of institutional and individual investors The Company introduces those transactions for clearance to

another broker/dealer on fully disclosed basis

The Companys exposure to credit risk associated with nonperformance of customers in fulfilling

their contractual obligations pursuant to securities transactions can be directly impacted by volatile

trading markets which may impair the customers ability to satisfy their obligations to the Company

and the Companys ability to liquidate the collateral at an amount equal to the original contracted

amount The agreement between the Company and its clearing broker provides that the Company is

obligated to assume any exposure related to such non-performance by its customers The Company

seeks to control the aforementioned risks by requiring customers to maintain margin collateral in

compliance with various regulatory requirements and the clearing brokers internal guidelines The

Company monitors its customers activity by reviewing information it receives from its clearing

broker on daily basis and requiring customers to deposit additional collateral or to reduce

position when necessary

Note Related Party Transactions

The Company entered into branch license agreement with related party the Licensee Under

this agreement the Licensee will conduct its business as securities broker solely through the

Company The licensee receives 95 percent of its commission revenue after deducting any costs

advanced by the Company for the execution of trades such as clearing charges rate deduction of

four percent
will be imposed if any legal matter of the Licensee through the Company results in

claims greater than $100000 If the licensees commission revenue drops below minimum

threshold then the company will pay the licensee minimum fee which varies depending on the

Companys cash flow For the
year

ended September 30 2009 branch license fees of approximately

$16000 have been paid to the Licensee There was no amount due to the licensee as of September

30 2009
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MERRIMAC CORPORATE SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30 2009

Note Income Taxes

The Company is corporation and is subject to federal and state taxes

The Companys net deferred tax asset at September 30 2009 is approximately $13300 primarily

due to net operating loss carryforward The deferred tax asset is reduced by valuation allowance

when in the opinion of management it is more likely than not that some portion or all of the

deferred tax asset will not be realized At September 30 2009 in the opinion of management full

valuation allowance of $13300 was recorded and offset against the deferred tax asset

The components of the income tax expense benefit are as follows

Current tax benefit 24679
Deferred tax expense

Benefit from income taxes 24679

The Company has available at September 30 2009 net operating loss carryforwards which may

provide future tax benefits expiring as follows

Year of Expiration Federal State

2021 1660

2022 5071

2023 1461

2025 40205

2027 12040 12040

2028 33697 33697

2029 46792 46792

NOL Carryforwards 100721 132734

Note Concentrations

The Company derives 93% of its revenue from commission it earns as broker of securities trades
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MERRIMAC CORPORATE SECURITIES INC

NOTES TO THE FINANCIAL STATEMENTS
SEPTEMBER 30 2009

Note Commitments and Contingencies

During the year ended September 30 2008 F1NRA conducted an investigation into the Companys

archiving policy relating to e-mails and its written policies concerning variable annuity activities

The investigation is complete and FINRA has filed complaint against the company which may

result in fine The company is vigorously contending the matter Due to the uncertainty of the

amount of the fine no amount was accrued in the accompanying financial statements

The Company is defendant in claim filed by customer for being involved in fraudulent

transfer of assets from an affiliate company Outside counsel for the Company has advised that

nothing of material importance has transpired with this claim since 2006 and therefore he cannot

offer an opinion as to the probable outcome The Company believes there is remote possibility that

its assets will be impaired or liability recorded due to this claim As such no amounts have been

accrued as of September 30 2009 for this claim

During the year ended September 30 2009 customer with various complaints against the

Company filed for arbitration As of the date of the auditors report there is not sufficient

information to determine the result of the arbitration and thus the amount of any monetary claim

against the company

During the year ended September 30 2009 verbal complaint was filed by customer accusing the

Company of trading error As of the date of the auditors report the Company is not aware of any

further action taken by the customer
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MERRIMAC CORPORATE SECURITIES INC
STATEMENT OF FINANCIAL CONDITION

SEPTEMBER 30 2009

copy of the Companys Statement of Financial Condition as of September 30 2009 pursuant to SEC Rule

7a-5 is available for examination at the Companys office and at the regional office of the Financial Industry

Regulatory Authority FJNRA

INDEPENDENT AUDITORS REPORT

To the Officers and Stockholder of Merrimac Corporate Securities Inc

We have audited the accompanying statement of financial condition of Merrimac Corporate Securities hc as of

September 30 2009 This financial statement is the responsibility of the Companys management Our

responsibility is to express an opinion on this financial statement based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance about

whether the statement of financial condition is free of material misstatement An audit includes examining on

test basis evidence supporting the amounts and disclosures in the statement of financial condition An audit

also includes assessing the accounting principles used and significant estimates made by management as well as

evaluating the overall statement of financial condition presentation We believe that our audit provides

reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects
the

financial position of Merrimac Corporate Securities Inc as of September 30 2009 in conformity with

accounting principles generally accepted in the United States of America

MARKS PANETH SHRON LLP

New York New York

November 24 2009
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MERRIMAC CORPORATE SECURITIES INC

STATEMENT OF INCOME
FOR THE YEAR ENDED SEPTEMBER 30 2009

Revenues

Commission income 1120005

Other income 82815

Total Revenues 1202820

Expenses

Payroll and related expenses

Salaries and wages 294528

Payroll taxes 25734

Payroll processing fees 2031

Total payroll and related expenses 322293

Commission expenses 671467

Clearing charges and fees 78973

Regulatory fees and expenses 31269

Other operating expenses 145610

Total Expenses 1249612

Loss from operations before benefit from income taxes 46792

Benefit from income taxes 24679

NetLoss 22113

The accompanying notes are an integral part of these financial statements
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MERRIMAC CORPORATE SECURITIES INC

STATEMENT OF CHANGES IN STOCKHOLDERS EQUITY

FOR THE YEAR ENDED SEPTEMBER 30 2009

Retained Total

Common Additional Earnings Stockholders

Stock Paid-In-Capital Deficit Equity

Balance October 2008 44253 10000 17400 36853

Net loss 22113 22113

Balance September 30 2009 44253 10000 39513 14740

The accompanying notes are an integral part of these financial statements
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MERRIMAC CORPORATE SECURITIES INC
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30 2009

Cash Flows From Operating Activities

Net loss 22113

Adjustments to reconcile net loss to net cash

used in operating activities

Increase in clearing deposits 5552
Increase in commissions receivable 74800
Decrease in income tax receivable 10938

Decrease in employee loan receivable 14700

Increase in accounts payable and other accrued expenses 13086

increase in commissions and salaries payable 22885

Total adjustments
18743

NET CASH USED IN OPERATING ACTIVITIES 40856

Cash and cash equivalents October 2008 46268

Cash and cash equivalents September 30 2009 5412

The accompanying notes are an integral part of these financial statements
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MERRIMAC CORPORATE SECURITIES INC
STATEMENT OF CHANGES IN LIABILITIES SUBORDINATED TO CLAIMS OF CREDITORS
FOR THE YEAR ENDED SEPTEMBER 30 2009

The above named broker dealer is on fully disclosed basis and is exempt from this rule
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MERRIMAC CORPORATE SECURITIES INC
STATEMENT OF NET CAPITAL PURSUANT TO SEC RULE 15C3-l

SEPTEMBER 30 2009

TOTAL ASSETS 128771

LESS TOTAL LIABILITIES 114031

NET WORTH 14740

ADD SUBORDINATED LOANS

ADJUSTED NET WORTH 14740

LESS NON-ALLOWABLE ASSETS

CURRENT CAPITAL 14740

LESS HAIRCUTS

NET CAPITAL 14740

REQUIRED NET CAPITAL

GREATER OF 62/3 OF AGGREGATE INDEBTNESS OR $5000 7602

EXCESS CAPITAL 7138

CAPITAL RATIO

TOTAL LIABILITIES 114031

CONTINGENT LIABILITY

AGGREGATE INDEBTEDNESS 114031

AGGREGATE INDEBTEDNESS 114031

DIVIDED BY NET CAPITAL 14740

CAPITAL RATIO 7.74

RECONCILIATION WITH COMPANYS COMPUTATION
INCLUDED IN PART II OF FORM X-17A-5 AS OF SEPTEMBER 302009

NET CAPITAL AS REPORTED
IN COMPANYS PART II UNAUDITED FOCUS REPORT 25959

AUDIT ADJUSTMENT TO RECORD ACCRUED EXPENSES 11219

NET CAPITAL PER ABOVE AUDITED 14740
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MERRIMAC CORPORATE SECURITIES INC
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENT
PURSUANT TO RULE 15C3-3

FOR THE YEAR ENDED SEPTEMBER 30 2009

The above named broker dealer is on fully disclosed basis and is exempt from this rule
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MERRIMAC CORPORATE SECURITIES INC

INFORMATION RELATING TO THE POSSESSION OF CONTROL REQUIREMENT
PURSUANT TO RULE 15C3-3

FOR THE YEAR ENDED SEPTEMBER 30 2009

The above named broker dealer does not hold any cash or securities at any time for customers since it is on fully disclosed

basis and is exempt from this rule
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MERRIMAC CORPORATE SECURITIES INC
RECONCILIATION OF THE COMPUTATION OF NET CAPITAL UNDER RULE 15C3-1

AND THE COMPUTATION FOR DETERMINATION OF THE RESERVE REQUIREMENTS
UNDER EXHIBIT OF RULE 15C3-3

FOR THE YEAR ENDED SEPTEMBER 30 2009

The above named broker dealer is on filly disclosed basis and is exempt from this rule
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MERRIMAC CORPORATE SECURITIES INC
RECONCILIATION BETWEEN THE AUDITED AND UNAUDITED STATEMENT OF FINANCIAL

CONDITION WITH RESPECT TO METHODS OF CONSOLIDATION
FOR THE YEAR ENDED SEPTEMBER 30 2009

The broker dealer is corporation which does not have any parent corporation

Therefore no consolidated report exists with no reconciliation of statement of financial condition
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MERRIMAC CORPORATE SECURITIES INC
REPORT DESCRIBING ANY MATERIAL INADEQUACIES FOUND TO EXIST OR FOUND TO

HAVE EXISTED SINCE THE DATE OF THE PREVIOUS AUDIT

FOR THE YEAR ENDED SEPTEMBER 30 2009

For the period October 2008 to November 24 2009 we have made review of the financial activity

of Merrimac Corporate Securities Inc and found that no material inadequacies have existed or continue to exist from that period

AL1
MARKS PANETH SHRON LLP

20



Marks Paneth Shron
Certified Public Accountants Consultants

INDEPENDENT AUDITORS REPORT

To the Officers and Stockholder of Merrimac Corporate Securities Inc

We have audited the accompanying statement of financial condition of Merrimac Corporate Securities

Inc as of September 30 2009 and the related statements of income changes in stockholders equity and

cash flows for the year then ended that you are filing pursuant to rule 7a-5 under the Securities Exchange
Act of 1934 These financial statements are the responsibility of the Companys management Our

responsibility is to express an opinion on these financial statements based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of

America Those standards require that we plan and perform the audit to obtain reasonable assurance

about whether the financial statements are free of material misstatement An audit includes examining

on test basis evidence supporting the amounts and disclosures in the financial statements An audit also

includes assessing the accounting principles used and significant estimates made by management as well

as evaluating the overall financial statement presentation We believe that our audit provides reasonable

basis for our opinion

In our opinion the financial statements referred to above present fairly in all material respects the

financial position of Merrimac Corporate Securities Inc as of September 30 2009 and the results of its

operations and its cash flows for the year then ended in conformity with the accounting principles

generally accepted in the United States of America

Our audit was conducted for the purposes of forming an opinion on the basic financial statements taken as

whole The information in the additional schedules is presented for purposes of analysis and is not

required part of the basic financials but is supplementary information required by Rule 7a-5 under the

Securities Act of 1934 Such information has been subjected to the auditing procedures applied in the

audit of the basic financial statements and in our opinion is fairly stated in all material respects in

relation to the basic financial statements taken as whole

MARKS PANETH SHRON LLP

New York New York

November 24 2009
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MERRIMAC CORPORATE SECURITIES INC
SEPTEMBER 30 2008

AN OATH OR AFFIRMATION

Mark Thomes swear or affirm that to the best of my knowledge and belief the accompanying

financial statements and supporting schedules pertaining to the firm of Merrimac Corporate Securities

Inc as of September 30 2009 are true and correct further swear or affirm that neither the Company

nor any partner proprietor principal officer or director has any proprietary interest in any account

classified solely as that of customer except as follows

Exceptions

Officer Notary Public
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